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Corporations in the Crosshairs: 


From Reform to Redesign 
Allen White 


Transnational corporations, the engines of global capitalism, have become the target of efforts 
to create an economic system both socially just and environmentally sustainable. The 
unprecedented power and impact of these leviathans on society and ecology raises critical 
questions: What is corporate purpose? To whom should corporations be held accountable? 
And how, in fact, can that be accomplished? To these weighty questions, recent civil society 
and governmental efforts—under the rubric of “corporate social responsibility” (CSR)—have 
offered a tepid response: prod corporations to self-regulate. The inadequacy of self-regulation 
has become starkly evident: the interests of shareholders remain supreme, while those of 
workers, communities, and the environment remain subordinate. Moving beyond CSR to 


“corporate redesign” politics is an urgent strategic necessity for a Great Transition. 
The Corporate Social Responsibility Movement 


CSR arose in response to the idea that the only social responsibility of the corporation is to 
generate profits.’ By contrast, until the nineteenth century the justification for chartering 
corporations, at least in principle, was to fulfill a public purpose, such as building a road, 
bridge, or canal, rather than private enrichment, per se. Although the public interest view of 
the corporation saw a mid-twentieth- century revival during economic depression and war, by 
the 1970s, business-friendly ideological, economic, and political forces coalesced to remove 
fetters on corporate conduct. The corporate manager, no longer beholden to any remnants of 
social mission, became the agent of investors, whose interests trumped other stakeholders. 
Neoliberal and neoconservative forces rallied behind a policy agenda that eliminated barriers 


to profit—privatizing state services, rolling back regulations, weakening the counterpower of 
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labor, and forcibly opening new markets abroad through free trade agreements. 


The concept of corporate social responsibility (CSR) emerged as regulatory strictures weakened 
and adverse corporate impacts on people and planet swelled. This response reflected a 
conviction that the soft power of public pressure from civil society could replace the lost hard 
power of regulatory action in fostering conscientious self-regulation and good corporate 
citizenship. The CSR umbrella was broad, including an array of initiatives in the international arena, 


the private sector, and civil society. 


Internationally, the seminal 1987 World Commission on Environment and Development called for 
“sustainable industrial development”, the 1992 Earth Summit identified business as a critical actor 
for achieving social and ecological sustainability; and the 2000 United Nations Global Compact 
urged corporations to adopt better practices on human rights, labor, the environment, and anti- 
corruption. CSR also inspired efforts within the private sector, notably the World Business Council 
on Sustainable Development, Business for Social Responsibility, Business in the Community (UK), 
and Instituto Ethos (Brazil). These organizations helped lay the groundwork for a new “Csuite” 


position, the Chief Sustainability Officer. 


Finally, as states sat on the sidelines, a multitude of civil society organizations (CSOs) advocating 
human rights, environmental protection, fair trade, and anti-corruption focused on corporations 
as targets and potential partners. Research institutes and academic scholars provided critical 
analytic support for such CSR campaigns. Standards organizations established broad frameworks 
for measuring and reporting corporate performance and advancing accountability through 


disclosure and certification.’ 


By the early 2000s, the CSR movement had become a significant voice for a version of capitalism 
where labor, community, and the environment mattered as much as shareholders. Multilaterals, 
civil society, business groups, and standards organizations all played a role in broadening the 
definition of corporate purpose beyond the narrow confines of profit maximization and 


wu 


shareholder value. The language of “corporate citizenship,” “shared value,” and “sustainable 


business” spread in the media and public discourse. 
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However, the optimism of the early CSR movement began to dissipate as corporations failed to 
adequately address the depth of their responsibility for climate disruption, species extinction, 
income inequality, human rights violations, and job insecurity. As attention turned to the tenacious 
structural conditions that reinforce corporate misbehavior, the mainstream CSR approach showed 
itself to be just tinkering with corporate priorities rather than fundamentally rebalancing them. The 
report card was in: the collective benefits of incremental improvements by countless corporations 
paled next to the scope and urgency of concurrent crises. Skeptics correctly inquired, if so many CSR 


practitioners are doing better, why are aggregate CSR indicators pointing in the opposite direction? 
Beyond Reform: Redesign 


The persistent social-ecological costs of runaway shareholderism exposed CSR as incapable of 
reining in the capitalist juggernaut, let alone driving transformative change. The profit motive 

punctured the earnest belief that markets properly regulated could manage complex human- 
biospheric processes. Tweaking the established institutional framework was not up to the job. 
Indeed, the framework itself was the obstacle, working through the mechanisms of corporate 


accounting systems, corporate consolidation, and financialization of the economy. 


Reflecting the adage “You measure what you value,” social and environmental value are invisible 

in standard accounting methods which ignore so-called externalities in calculating profit and loss, 
balance sheets, earnings per share, and other conventional measures of corporate performance. This 
incomplete reckoning, by disincentivizing socially and ecologically responsible investments, distorts 


capital allocation decisions to the detriment of the public good. 


On top of flawed accounting, corporate consolidation, enabled by years of feeble anti-trust 
regulation, weakens competition and undermines responsible behavior. A few corporate behemoths 
now dominate energy, pharmaceuticals, technology, retail, aerospace, and many other sectors. 
Today, the annual revenue of each of the five largest global corporations exceeds $250 billion, more 
than the GDP of 75 percent of the world’s nations.* With concentration comes regulatory capture, 

as corporate giants gain outsized influence on the regulatory process through lobbying, campaign 


contributions, and political appointments. 
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Financialization, a third suppressant of social responsibility, diverts assets from innovation, wages, 
and social and environmental improvement to trading and repackaging securities. Profits, in other 
words, are driven more and more by manipulation of existing assets than by the creation of new 
wealth. Under financial capitalism, a “rentier” class prospering from property, patents, copyrights, 
and investments reaps the rewards at the expense of wage earners. Broadly, corporate surpluses are 
diverted from human and natural capital to owners of finance capital via dividends, stock buybacks, 


and executive compensation. 


Facing these powerful deterrents to corporate reform, some civil society activists have considered 
more holistic and fundamental solutions that transcend CSR's incrementalism. With that qualitative 
shift, the search was on for a bold, transformative vision of the core purpose of the corporation. For 
those attuned to this larger challenge, CSR had run its course. It was past time to focus on altering root 


causes deep in the DNA of corporate design. 


In essence, corporate redesign turns on the premise that the prevailing corporate form is 
constitutionally incapable of harmonizing its conduct with requirements for long-term, systemic 
social-ecological well-being. It argues that issue-specific CSR must give way to a comprehensive 
agenda for structural change in ownership, governance, and incentives. Only through a deep shift in 


their purpose and structure can corporations be reinvented as forces for long-term social betterment. 


The redesign movement has spawned growing public debate and experimentation within 
corporations. For example, the organization B Lab promotes a voluntary certification process entitling 
a company to quality as a “benefit corporation” (or “B-Corp”) that is chartered to balance the interests 
of multiple stakeholders: workers, customers, suppliers, Community, and the environment. B Lab also 
has had success in introducing the option of chartering as a benefit corporation in the legal codes 

of 36 US states. With roughly 3,000 certified B-Corps worldwide, the effort has achieved impressive 
results among small- and medium-size enterprises. To elevate its impact, B Lab must effectively court 


larger corporations, such as the 80,000 that dominate global commerce. 


By introducing the concepts of boundaries, limits, and norms, redesign philosophy has also inspired 
innovations in corporate accounting and reporting. Such concepts allow assessment of company- 


specific performance in the context of broad, aggregate environmental and social benchmarks at 
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local, national, and planetary scales. However, only about five percent of all corporate sustainability 
reports incorporate such contextualization, and even fewer have offered quantitative measurements. 
Slow progress reflects the challenge of overcoming inertia in financial accounting authorities, even 


when they purport to be champions of CSR reporting. 


Redesign has also made modest inroads into the investment community. Socially responsible investing 
has evolved from a narrow exclusionary strategy (e.g., shunning investment in tobacco and weapons 
producers) toward integrated assessments encompassing multiple sources of capital—natural, human, 
and social, as well as manufactured and financial. This effort could become a significant instrument 
and prod for developing a holistic view of corporate purpose. Even now, environmental, social, 

and governance (ESG) factors regularly figure into the investment strategies of many mutual funds, 
sovereign wealth funds, banks, insurance companies, and university endowments, with some $20 


trillion channeled into firms identified as relatively strong ESG performers. 


What is the long-term potential for socially responsible investing? In the best scenario, investors would 
drive corporations to adjust their purpose statements and governance structures. However, this effect 
can become widespread only if asset owners and managers swap the rampant short-termism in 
capital markets for longer time horizons. Although we can hope for some movement on this front, 
the vision of some enthusiasts that socially responsible investing holds the key to systemic change 
remains a naive “greenwish.”° The transformation of finance capital into an agent of redesign demands 
a fundamental shift in its own goals, time horizon, and analytics. Without such change, enforcers of 


shareholder primacy are unlikely to become the agents of their own undoing. 


The transition from CSR to a redesign paradigm is slowly taking root, but remains limited. Meanwhile, 
time is running out. A bold transformation strategy commensurate with the magnitude of the crises 


awaits realization. 
Roadmap for Transformational Change 


The omnipresence of corporations—as resource extractors and processors, employers and developers, 
lobbyists and campaign donors—has spawned countless initiatives to tame their excesses and 


steer their activities in the direction of the common good. Now the challenge is to transform 
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shared grievance into joint action among disparate campaigns. Greater strategic and organizational 
coordination is critical for confronting corporations commensurate with their scale of operation and 
influence. The seeds of a transformative redesign movement, already sown, have sprouted and are 


ready to spread across geographic scales. 


In the political sphere, an essential step is the reconfiguration of the legal status and purpose of the 
corporation. This work can build on the pioneering work of B Lab and the consensus among legal 
scholars that the principle of shareholder primacy, wielded by defenders of finance capital, is baseless.° 
Northern Europe has been a leader on this front, as “codetermination” structures, which mandate 
worker representation on the boards of large companies, are widespread in Germany, Austria, the 
Netherlands, and the Nordic countries.’ And the model is spreading. In the US, presidential candidates 
are calling for employee-elected members on the boards of large companies, and for corporate boards 
to consider the interests of all stakeholders, not just the shareholders.’ A natural extension would be to 


create corporate board seats for representatives of all stakeholder groups? 


These country-by-country efforts to alter corporate governance help break the grip of shareholder 
interests. Yet, a basic incongruity constrains the potential to achieve this aim: corporate activities are 
transnational, but the corporate chartering process is national (or subnational). This fundamental 
mismatch allows corporations to “charter-shop,” obtaining authorization licenses in jurisdictions with 
the most shareholder-friendly requirements, a gaming of the system analogous to shopping for tax 


havens. 


With global capitalism superimposed on the traditional nation-based political order, the world lacks 
overarching governance capacity, in general, with the chartering mismatch a key case in point. The 
global-national contradiction suggests an important strategic prong for the redesign movement: 
transnational control of transnational corporations. One approach would be to advocate for a new 
multilateral organization, a World Corporate Charter Organization (WCCO).’°An enlightened WCCO 
would set requirements for a corporation’s purpose statement, multi-stakeholder board structure, 
and employee ownership. It would mandate integrated reporting that accounts for human, social and 


ecological as well as financial capital, along with adherence to broadly accepted global norms." With 
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pressure from civil society groups, labor organizations, and kindred multilaterals, a WCCO could be 


launched as a voluntary program with the aim of evolving mandatory status as it gains legitimacy. 


Another significant front for the redesign movement is to strengthen corporate reporting by 
mainstreaming systems-based reporting.” Performance goals set at the individual enterprise, without 
reference to aggregate impact, have led to a situation in which a multitude of firms are doing 
incrementally better while the system, in aggregate, remains increasingly unsustainable. Systems-based 
reporting, by contrast, would embed systems boundaries in performance goals so that they reflect a 


firm's proportionate responsibility for muting risks. 


In parallel, long-term investors, such as mutual funds and pension funds, are key to advancing systems- 
based strategies.” In a virtuous circle scenario, investors guided by holistic analysis channel funds to 
worthy corporations which, in turn, manage them for the enrichment of social, human, and natural 
capital while achieving a satisfactory financial return. This dynamic would foster more resilient social- 
ecological systems, while reducing volatility—the bane of institutional investors—associated with 
climate disruption, mass migration, and popular uprisings against government incompetence and 


corruption. 


The prospect for implementing redesign innovations hinges on the readiness of disparate actors, 
particularly civil society movements, to converge under the banner of corporate redesign. The primacy 
of shareholders and finance capital will not dissolve without a compelling counter-vision, strategy, and 
action plan. Indeed, all social and environmental movements and campaigns that understand the 
profound perils inherent in the prevailing corporate model should embrace corporate redesign as part 


of their agenda. 


To its credit, the CSR movement spawned public discourse about the role of corporations in 
building—and undermining—just and sustainable societies, and inspired reforms in countless 
corporations. But the movement has failed to deter the dire consequences for people and the planet 
of corporate capitalism's growth in scale, market power, and financialization. With the shortcomings 
of incrementalism so evident, it is time to close the CSR chapter and embrace the next chapter of the 


movement to reshape the corporation: corporate redesign. 
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System Redesign Is Key 


Duncan Austin 


Allen White's paper provides a crisp assessment of what corporate social responsibility (CSR) 
has and has not achieved these past few decades. | wholeheartedly agree with his conclusion 
that we seem to be reaching the limits of a first “chapter” of CSR and must now “consider more 


holistic and fundamental solutions that transcend CSR’s incrementalism.” 


As we do so, we must take care not to dismiss the first chapter as some sort of failure or to 
disparage with hindsight the efforts of CSR pioneers (Allen White doesn't do this, but it is worth 
emphasizing). The CSR movement has significantly raised awareness of sustainability issues in 
the private sector and helped accelerate research and innovation paths that will bear ongoing 
fruit in the coming years and decades. It has been an important phase in our ongoing collective 


learning process about how to become more sustainable. 


However, it is equally important that we not succumb to the pull of emotional and professional 
“sunk costs” of established CSR models and instead muster the resolve to think boldly about 


what comes next. 


In that spirit, and while in general agreement with the intentions of Allen White's paper, | will 
offer a view challenging his proposal. My main concern is that a notion of corporate redesign 
risks perpetuating efforts to change corporate purpose and behavior unilaterally without full 
regard to the relationships between corporations and other parts of the economic system, 
principally the financial and government sectors, which limit what corporations can achieve 
alone. It has been an understandable impulse to go after corporations in isolation, as they are 
the largest and most influential actors within the economic system and make for conspicuous 


and promising targets. 
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However, | believe we need to think beyond mere corporate change to a larger system redesign and 


work back from there to implications for corporations. 


In particular, | will make two points. First, voluntary corporate efforts remain deeply vulnerable 
to the “profit enforcement” dynamic of financial markets, which dominates the relationship 
between investors and corporations. Second, to circumvent that problem requires changing 
corporate behavior via policy, but the current nature of the relationship between corporations 
and government thwarts such efforts. Hence, targeting the form of the relationship between 


corporations and government must now be a key focus for the sustainability movement. 
Profit Enforcement Trumps Stakeholder Interests 


Efforts at corporate redesign are motivated by a desire for companies to promote so-called 
“stakeholder interests” alongside “shareholder interests.” The sheer fact that we must continue to 
make this terminological distinction means that it must be true that stakeholder interests conflict to 
some degree with shareholder interest to maximize profits as otherwise there would no need to invoke 


a separate rubric. 


Unfortunately, because of this tension, efforts to expand corporate purpose—for nearly 100 years 
now—have repeatedly struggled against the “profit enforcement” nature of the public financial 
markets. The profit-enforcement dynamic arises as the unplanned outcome of tens of thousands of 
investment firms simply going about their business. The multitude of individual return-maximizing 
efforts of competitive and incentivized investors combines to ensure all the economy's tradable 


assets are inexorably driven towards their profit-maximizing use. 


Public companies face this pressure daily. While there is certainly a growing number of long-term 
investors favorable to stakeholder interests, the presence of even a small number of short-term, or 
activist, investors is sufficient for “costly” stakeholder interests to be arbitraged away. These investors 
will be willing to pay more than others to gain control of the asset and then restore it to profit- 
maximizing potential. Even a small amount of this activity acts as a deterrent that keeps all public 


entities on their toes and directs them to “sweat their assets” preemptively. 
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Privately held companies are of course insulated from this pressure for as long as they wish to—or 

can—remain private. However, it is normally just a matter of time before a private asset comes up for 
sale and confronts the same dynamic that public companies face daily. It thus proves very difficult to 
bind companies voluntarily to pursue valued stakeholder interests not captured by current measures 


of profitability in any form that withstands a potential change of ownership. 
Friedman’s Feedback Loop 


In simple terms, the first chapter of CSR has largely been characterized by challenging Milton 
Friedman's statement that the “social responsibility of corporations is to make a profit” and arguing 
that “no, in fact, the social responsibility of a corporation should be about more than profit 


maximization.” But this strategy has foundered on the rocks of financial market discipline. 


The alternative, then, is to allow companies just to focus on profits but make sure that the 
measurement of profit is much more aligned to sustainability than it currently is. There are good 
reasons why “releasing” companies to focus solely on profit might make sense: they are well 


organized to do just this and, in aggregate, demonstrate considerable aptitude for the task! 


But this second approach is currently confounded not by Friedman's headline statement, but 
rather by the feedback loop that the statement conceals and that defines the relationship between 


corporations and policymakers. 


In a political system where corporations are allowed to influence policymaking (e.g., via lobbying, 
financial support for candidates, etc.), the innocent-seeming contention that the “social responsibility 
of corporations is to make a profit” acts as a vehicle by which corporations are increasingly likely 

to define policies in their interest. If the expected return on expenditures committed to shaping 
regulations is greater than a company’s weighted average cost of capital, and if lobbying against 
regulations is permitted under what Friedman terms the “rules of the game,” then the notion 

that companies have a social responsibility to maximize profits equates to firms having a social 


responsibility to resist any regulation that appears costly. 
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In systems thinking terms, this is the existence of a positive feedback loop from the corporation to the 
policymaking arena, which permits—indeed, seemingly obliges—a portion of corporate profits to 
be reinvested back into shaping laws and rules to enable higher future profits, which in turn creates 


more funds to reinvest into shaping future laws, etc. One might call it Friedman’s Feedback Loop. 


Positive feedback loops in systems, if not sufficiently counterbalanced by negative feedback loops, 
generate runaway dynamics. This particular runaway dynamic has become sufficiently strong that it 
has induced a succession of regulatory and legal changes that has continually bolstered corporate 
influence over politics and so transformed a more balanced earlier form of capitalism into today’s 


“runaway corporatism.” 


As this feedback loop has persisted, Friedman’s statement has become increasingly tautological: 
what is profitable increasingly defines what is socially responsible. The meaning of “social 
responsibility” collapses from something that governments might define in the public interest into 


anything that increases corporate profits. 


While this might just be viewed as the flexing of corporate muscle over socioeconomic 
arrangements, it received intellectual backing by influential mid-twentieth-century economic 
theories which argued that markets were complete, capturing all or nearly all of what humans valued. 
[fthis assumption were true, equating social responsibility with profitability would not be damaging, 


as markets would, by definition, cover stakeholder interests. 


However, it is now becoming evident that the claims of a complete market were grossly overstated. 
In 2011, the monetary value of the “services” provided free by the Earth’s ecosystem was estimated 
at $125 trillion, nearly twice the value of global GDP. This is not to mention similar estimates for many 
of the non-monetized social interactions that enhance human welfare. It is not that the market 
doesn't capture all things of value; it doesn’t even capture most things of value. In this circumstance, 
for governments to favor corporate profits over public interest is to fuel the engine that drives the 


growth of market values to the detriment of non-market values, or stakeholder interests. 


The structural weakness then is not at the corporate level or at the policy level, but in the 
relationship between corporation and government. What that implies is that we need more explicit 


separation of Commerce and State. Separation between spheres of human activity is commonplace 
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throughout society: students are not allowed to mark their own term papers, football players 
not allowed to call the offside line, defendants not allowed to rule in their own cases, politicians 
not allowed to count ballots, etc. What makes all these activities work satisfactorily is a clear and 


beneficial relationship between the key parties. 


Conclusion 


Of course, trying to address this feedback loop all sounds highly impractical, not least in an era 
when the runaway dynamic has been running full tilt. But in the absence of pursuing this explicitly, 
there is a danger that we pursue individual elements of the socio-economic system where changes 
seem possible but may ultimately be less effective. If this really is to be a new chapter of CSR—and 
human sustainability increasingly demands as much—then the appropriate target must be at the 
level of the overall socioeconomic system and getting the relationships between the actors right. A 
“systems view” of the world, emerging in many fields, encourages us to think about the relationships 
between the parts and not just the parts themselves. Hence, a key new focus for CSR will be to 


repattern the relationships in our socio-economic system to more sustainable ends. 
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Why “Corporate Social Responsibility” Is a Hoax 


Alvaro de Regil Castilla 


Allen White's thinking about how to make corporations truly sustainable in all dimensions is 
always stimulating. His new paper on corporate social responsibility (CSR) and corporate 
redesign provides a fitting opportunity for me to revisit a chapter in my work that | abandoned 


several years ago out of frustration. 


| became involved in social activism to find ways to gradually reduce and eventually end what is 
called “unequal exchange.” Workers in countries on the periphery of global markets are 
exploited at will by transnational corporations in a “modern slave work” system in which they 
are paid a fraction of what such corporations would pay to workers in their home countries for 
equal work of equal value. When | began my effort at the start of the century, | found CSR a 
potentially viable concept pressuring corporations to provide living wages and gradually 


achieve equal pay for work of equal value. 


However, as | met with many NGOs, trade unions, multilateral organizations, and business 
initiatives and watched CSR evolve, it gradually became evident that CSR was really a hoax, 

for the simple reason that the vast majority of corporations had a single-minded focus on the 
short-term maximization of shareholder value, and this priority was baked into their DNA. They 
thus approached CSR as a way to burnish their public image, only pretending to change so that 
everything would remain the same. CSR, as a result, became a mockery of what it should have 
been. Surely, there have been many well-intentioned initiatives, but our vision was naive from 
the start, given the nature of capitalism. In practice, CSR became a public relations tool to 


maximize profits. 
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Subsequently, | gradually realized that an even larger hoax is our belief that we live in democratic 
societies. There are, of course, some spaces that allow some democratic practices. However, 

we have lived for as long as | can recall in marketocratic societies. As capitalism emerged from 
feudalism and mercantilism and became more pervasive, more sophisticated, and more predatory, 
the market encroached on the development of democratic societies and gradually captured the 
emerging nation-states of the nineteenth and twentieth centuries. The institutions of so-called 
representative democracy were hijacked in service of a tiny oligarchic elite, and a revolving door 
system between corporations and government has allowed legislators and regulators to become 


executives in the economic sectors they had been regulating. 


If we had truly democratic societies, CSR would not exist, nor would it have to. Instead, we would 
have a global binding regulatory system of business practice determined by the people, not by 
multilateral organizations, corporate lobbyists, and revolving-door politicians. The usurpation 

of the democratic ethos was inevitable because capitalism and real democracy are inherently 
incompatible and thus cannot coexist. Such concepts as capitalist democracy or democratic 
capitalism are self-contradictory, for we can hardly find a more direct antagonism than between the 


raison d’étres of democracy and capitalism. 


Democracy prioritizes social coexistence and the achievement of equal welfare for every rank 
of society, especially the dispossessed. Capitalism, in stark contrast, prioritizes the pursuit of the 
individual's private interest with no regard for the impact that such activity has on the welfare 
of others. Fundamental elements of true democracy such as equality, social justice, welfare, and 
regulation are anathema to capitalism and thus to marketocracy. Businesses thus cannot and 
will not be socially responsible as long as the institutions of democracy remain captured by 


marketocracy. 


Moreover, all of this becomes irrelevant if we remain oblivious to the state of our planet. Unless 
we address, in a determined and forceful manner, the anthropogenic pressures on our planet, 
ecological crisis will overshadow all other issues. Capitalism is deeply unsustainable for the simple 
reason that it requires growing consumption of resources on a finite planet. Technological hubris 


cannot suspend the mathematics of capitalist accumulation and the laws of thermodynamics. 
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We need to shift to sustainable patterns of production and consumption to drastically reduce 

our unsustainable ecological footprint. At the same time, we must continue to fight for social 
justice in a world with an undemocratic entrenched system designed to exploit people, plunder 
natural resources vital for life, exhaust the riches of our planet, violate human rights, and generate 
increasing inequality for the benefit of a tiny cartel of plutocrats, the global robber barons of today. 
To accomplish this, we must fight for a transformation of society based on a radically different social 


paradigm that serves the welfare of people and planet. 


Consequently, we cannot pretend to fix the problems inherent to capitalism without replacing 
capitalism. If we aspire to build a completely new paradigm, then we must realize that many 
elements of our value system will cease to have meaning. The concept of a “living wage,” for 
example, would be treated as a relic of the marketocratic system, as the wage system and capital- 
labor divide are antithetical to true democracy. We must instead transcend the market in order to 
redefine how work will be remunerated in new socially and environmentally sustainable enterprises. 
In the same way, CSR and corporate redesign also become moot points because the nature of 


business will be completely replaced by new concepts. 


To advance this shift, we need to first establish a truly democratic ethos. We, the Demos, must 
organize across the world to liberate our national and multilateral institutions from their abduction 
by dominant classes. To establish a truly democratic ethos, where the people are directly involved 
in protecting our common and individual rights, we need to build a new institutional edifice 
designed to provide conditions of life worthy of human dignity and to sustain the planet and all its 


inhabitants. Rather than corporate redesign, we need a social contract redesign. 


Such a vision of social justice and ecological sustainability may seem utopian, but we have no 
choice. Unless we stop anthropogenic climate change and recover the conditions necessary for 
long-term sustainability, we will fail to bequeath to future generations of all species a planet where 
they can live and thrive or even survive. We may have already run out of time, but our only choice is 


to create the conditions for transcending the market and to design a new social edifice. 
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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Beyond Corporate Voluntarism 


Frank Dixon 


As Allen White said in his opening piece, voluntary corporate social responsibility (CSR) is not 
enough. | oversaw the sustainability analysis of the world’s 2,000 largest companies for many 
years. After a while, it became clear that no company could get close to full impact mitigation. 
Reductionistic economic and political systems unintentionally compel all companies to degrade 
the environment and society. The primary overarching system flaw is the failure to hold 
companies fully responsible for negative environmental and social impacts. In competitive 
markets, if businesses attempt to fully eliminate negative impacts, they will put themselves out of 


business long before reaching full impact mitigation. 


lt is far more important to hold companies responsible than individuals. If murder laws were 
removed, most people would not murder anyone. But companies often cannot voluntarily stop 
causing harm. That is why corporate responsibility must be mandatory. Under our unintentionally 
destructive systems, businesses often maximize profits by degrading the environment and 
society. When companies are held fully responsible, acting in a fully responsible manner becomes 
the profit-maximizing strategy. In the same way that we hold individuals responsible for murder, 
assault, and robbery, we must hold companies fully responsible for the harm and negative 


impacts they impose on society. 


Over the past forty years, nearly all system change efforts have focused on theory, process, 

or one part of the whole system, such as the economy. This work has provided benefits, but 
largely not stopped environmental and social degradation. High-level system change (economic, 
political, social system-level) can only be achieved through whole system approaches that take all 


relevant factors into account. Using this approach, Global System Change identifies the systemic 


changes and actions needed to achieve sustainability and the Sustainable Development Goals. 
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Actions are required in all major areas, including government, the general public, and the 
corporate/financial sphere. Governments that are controlled by vested interests, like in the US, 
are unlikely to change on their own. Uniting and empowering citizens to work together on their 
many common interests is a longer-term strategy. Using investing to engage the corporate and 


financial sectors in system change is the most powerful short-term system change strategy. 


The $30-trillion socially responsible investing (SRI) market is focused almost completely on 
addressing symptoms (environmental, social, economic problems) instead of root causes (flawed 
systems). It is also focused on changing companies instead of the systems that largely control 


them. System Change Investing switches the focus of SRI to root causes and system change. It is 


the most important SRI advancement since positive screening was introduced twenty years ago 
(i.e., enhancing investment returns by shifting investments to leaders on environmental, social, 


and governance—ESG—metrics). 


Companies and investors can help to evolve systems into forms that require full responsibility 
(i.e., voluntarily make CSR mandatory). If we do not do this, reality and nature will evolve our 
flawed systems into sustainable forms (possibly through collapse), as they have done with every 


other human system that violates the laws of nature. 
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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Against Oligarchic Enterprises 


Sally Goerner 


| wholeheartedly agree with Allen White’s opener that “moving beyond CSR to corporate 
redesign politics is an urgent strategic necessity for a Great Transition.” While | see his remedies 
as important, to be successful, they need to be anchored in a larger strategy for sustainable 


social and corporate change. 


The best strategy for lasting reform lies in developing a compelling socioeconomic story that 
fits the facts, points to a positive future, and lays out the hero's journey in between. This story 
starts by clearly identifying the villain. In this case, | would argue that oligarchy is the root cause 
of today’s global crisis. While oligarchy is technically defined as rule by the few, it is best 
understood as a system of self-serving power and privilege that tends to become sociopathic 
over time. The fact that it is a cultural system—a pattern of behavior maintained by a matrix of 
rewards, punishments, and beliefs that justify its action—explains why our problems are not 
caused by profit-seeking corporations or elites per se. Instead, oligarchy is an equal opportunity 
corrupter; it uses corporations, politics, government, religion, media, and even academia as 


vehicles for its self-serving ends. 


There are several advantages to such an approach. First, it avoids the pitfalls of demonizing all 
profit, corporations, and/or elites. The problem is not with profit, but with the oligarchic 
ownership of all profits and the pressure to maximize the monetary profit for owners/ 
shareholders alone. Here, the wealth created by many people is seen as the rightful property of 
some (often absentee) “owner.” Where economic history shows that investing in people and 


infrastructure is critical to social, economic, and corporate vitality, maximizing owner-profits 
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usually means limiting wages, benefits, and other investment in employees, which often damages 


the corporation's own long-term health. 


Throughout history, each new form of oligarchy proclaims itself the natural, inevitable, and/or 
optimal pattern of society, but over time its extractive practices drain the constructive side of 

its home society along with its imperial outposts. The ensuing crises create pressure for reform. 
Successful reform produces an improved cultural system; failure to reform courts calamity and 
possibly collapse. The American Revolution, for example, was fueled in large part by the excesses of 
Britain's oligarchic corporations. The progressive upsurge of the late 1800s, the Russian Revolution, 
the rise of unions, and Franklin D. Roosevelt's New Deal were all responses to destructive rule by 


and for what Theodore Roosevelt called “malefactors of great wealth.” 


Through cycle after cycle, humanity has been whittling away at oligarchic power and prerogative 
with reforms such as written laws, civil rights, and democracy. Unfortunately, oligarchic systems 
tend to regroup, using new rationales to rescind those reforms. Neoliberalism cloaked in free- 
market clothing is a clear example of this. Since its rise in the late 1970s, it has reversed many of 

the gains made by the New Deal—destroying unions, privatizing the commons, and corrupting 
politics with trainloads of money. Trump is the natural outcome of neoliberals’ gaslighting of the 
mainstream public into believing that outsourced jobs, unstable incomes, crumbling infrastructure, 
obscene concentrations of wealth, and skyrocketing debt and inequality are the inevitable 


outcomes of trickle-down’s automatically optimal political economy. 


What then shall we do? We must work hard to implement the many existing counters to oligarchic 
abuse—e.g., we need to get money out of politics, enforce antitrust laws, restore progressive 
taxation, promote public banking, and establish new forms of corporate accountability and 
ownership such as stakeholder ownership and significant employee participation on boards. 
Improvements to social justice, civil rights, democracy, and curbs on abusive power are also critical, 


as is the need to stop teaching young economists that moral values don’t count. 


History, however, suggests that Great Transitions also require a cultural narrative that unites 
people of all walks of life around a common-cause mission to make society better in some way. 


Rome had civic duty and the Republic; medieval society strove to build God's city on earth; and 
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Enlightenment reformers sought liberty, equality, and justice for all. | believe our mission must be to 
build regenerative economies, ones designed to serve the health and well-being of all people and 
the planet as a whole by following nature's rules for building lasting, systemic socioeconomic vitality. 
What rules are those? Today's energy system sciences are adding new detail about the importance 
of resilient structure, cross-scale circulation, fractal balance, and serious investment in human and 
social capital, but their most salient contribution is confirmation that humanity is fundamentally a 
collaborative learning species that thrives by pooling information, forging new hypotheses, and then 
revising its behaviors by revising its beliefs about how things work. In this narrative, the best way to 
save humanity from oligarchic power comes not from a single reform such as written laws, but from 
a rededication to collective learning that puts the health of the whole at the heart of our societal 


endeavor. 


Though becoming an effective Learning Society may seem like a pipe dream, history suggests that 


+ 


is a pragmatic fact of socioeconomic health. For example, in Creating a Learning Society, Joseph 


Stiglitz and Bruce Greenwald point out that today’s astounding technologies and lifestyles are due to 
the Scientific Revolution’s grand leap in “learning how to learn” as a society. These authors then detail 
many of the economic alterations needed to support a new leap in learning today. Similarly, in The 
Living Company, Arie de Geus shows that extremely long-lived companies, such as Stora in Sweden 
and Sumitomo in Japan, thrive by following a common set of survival rules: “To keep the organization 
alive and growing, managers... must place commitment to people before assets, respect for 
innovation before devotion to policy, the messiness of learning before the orderly procedures and 


the perpetuation of the community before all other concerns.” 


This societal-learning narrative has numerous advantages. Here, for example, all of the 
aforementioned reforms can be seen for what they are: parts of a matrix of rewards, punishments, 
laws, incentives, beliefs and norms that constrain oligarchic abuse, liberate cross-scale learning, 

and channel entrepreneurial energy towards constructive ends. Instead of throwing the modern 
economic baby out with the oligarchic bathwater, this matrix can also be framed as the safe, 
energizing, learning environment needed for Adam Smith's “invisible hand” to fulfill the democratic 
free-enterprise dream of an economic system that works to optimize the health of the whole. Here, 
investing in social capital and empowering education becomes vastly more important to vitality 
than obscene CEO salaries, and the need for robust, cross-scale circulation of money and resources 
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identified by Keynes; values such as justice, fairness, inclusivity, and diversity, and the laws of 
collaborative culture such as Elinor Ostrom’s rules for governing commons and Eric Jensen's brain- 


based learning are viewed as similarly essential. 


Today's common-cause mission is part of the long-term quest to save humanity from the self 
serving oligarchic power that always destroys societies—socially, economically, politically, and 
environmentally. This mission must not be framed as a fight against profit, corporations, hierarchies, 
government, or elites, but as a fight for social and economic systems run for the good of all people 
and the planet as a whole. The key questions before us are: What are the key elements of systemic 
vitality? How can we implement them? And, how can we turn them into a compelling narrative that 
energizes the mainstream public? CSR and environmental health are part of the answer, but the 
ultimate answer to systemic health lies in improving our learning capacities—socially, economically, 


and politically. 
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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Focus on Power 


Dorothy Guerrero 


In the global capitalist system, corporate profits are routinely given priority over environmental 
standards and peoples’ rights. The self-regulation of corporate social responsibility (CSR) 
frameworks and the current United Nations Guiding Principles on Business and Human Rights, 
formally endorsed by the UN Human Rights Council in 2011, have proven ineffective in stopping 
this and correcting the asymmetry of power between big transnational corporations (TNCs), 
states, and people and their communities. This unevenness of power allows big corporations 


and TNCs to operate within a framework of complete corporate impunity. 


Itis important to remember that corporate power is not absolute or preordained, but was 
rather incrementally built through social relations over time. The economic and political power 
of TNCs was brought about by the rollback of the state in its function as defender of the public 


interest and the planet. 


Sadly, governments are protecting the interests and privileges of large companies through 

free trade and investment agreements. For example, the Investor-State Dispute Settlement 
(ISDS) mechanism, an instrument of public international law, allows corporations to sue nation- 
states for perceived loss of profits. There are more than 3,400 policies and laws that support 
the interests of TNCs while not one law in effect for the supremacy of human rights over free 
trade and investment agreements. This reality endows TNCs with extraordinary privileges and 
rights—enabling them to act against the rights of peoples and their territories, benefiting from 


an architecture of impunity that frees them from responsibilities and obligations. 


Environmental regulations put in place to address climate change are the fastest-growing cause 


for ISDS cases being filed not only against countries in the Global South, but also increasingly 
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against countries in Europe. It is not surprising that mining and energy companies are now the 


most frequent users of ISDS mechanisms. 


Susan George in her book Shadow Sovereigns best illustrates this when she wrote, “It’s not just their 
size, their enormous wealth and their assets that makes the TNCs dangerous to democracy. It is 
also their concentration and cohesion, their cooperation and capacity to influence, infiltrate and in 


some areas virtually replace governments.” 


Since 2013, social movements, environmental and climate justice organizations, labor unions, 
women’s organizations, etc., have been mobilizing to push for a UN Binding Treaty on TNCs within 
the framework of human rights law. The Binding Treaty process, which is now in its fifth year, is 
giving various movements and civil society organizations opportunities to work together and 
challenge the unregulated accumulation of economic and political power by TNCs. They are 
pushing state parties toward a universal legal instrument that would put primacy of human rights 
over economic treaties that violate those rights. The work in promoting the Treaty complements 
national and local movement building and organizing aimed at deepening and broadening 
resistance against destructive extractivism, senseless planetary destruction, and the violation of 


human and workers’ rights and dignity as persons committed by TNCs. 
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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


The Case for Disruptive Regulation 
Yogi Hendlin 


There is no shortage of ideas and roadmaps for what should be done to mitigate the negative 
environmental and social impacts of corporate behavior. However, as long as corporations 
have captured governments, and governments are serving corporate interests, we will be 


caught in a never-ending feedback loop leading to total and irreversible climate chaos. 


As long as the regulatory deck is stacked against corporations wanting to do the right thing, 
corporate social responsibility (CSR) will always be addressing low-hanging fruit that makes 
little difference to people and planet rather than attacking the central problem of the 
prioritization of shareholder value. Until the rules of the game change, the players can always 
blame the game, because the rules are the problem. But as long as the biggest players are 
making (short-term) self-serving rules, then they are to blame for the game, despite their 


pretensions otherwise. 


Even if the “ecological modernization” thesis that technological innovation and deployment 
could harmonize capitalist growth with environmental limits were partially true, this would 
merely prolong and obscure the drivers of the inevitable unsustainability of the system.' Pet 
food, for example, is responsible for a quarter of the environmental damage of meat production, 
and as people are feeling more acutely the separation from nature and are groping for contact 
with the more-than-human world, pet ownership has been steeply increasing. So, the standard 


corporate model is to see ecological and social disasters as business opportunities. 


In my own work, | have created the notion of “disruptive regulation” as the necessary correlate of 
disruptive innovation. Carbon taxes, for instance, would disrupt current unsustainable practices 


but create huge markets for low-carbon goods. New players that were previously sidelined by 
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the 700 billion to 1 trillion dollars spent globally every year on fossil fuel subsidies would now have 
an advantage that would let their products and services expand and scale. Simple and elegant 
regulations like carbon taxes, or more elaborate ones mixed with other financial incentives and 
legal guidelines as proposed in the Green New Deal, are like dynamical complex systems: in their 


constraints, they prepare the soils for outbursts of creativity, evolution, and innovation. 


True innovation can be fostered by regulation. If we accept that free markets have never been free, 
then rather than the redesign of businesses being an economic or scientific question exclusively, it 
becomes one of values. What sort of society do we want? To what ends do businesses exist? Is the 


future of life on earth worth the current economic supremacy framing? 


While B-corps, cooperatives, public-private partnerships, and not-for-profit corporations offer a 
glimpse into the future of what it might mean for businesses to exist serving the common good, 
the questions of scale and locality must also be included. Place-based services and small-scale 
goods production play to the plurality of ecological and social affordances of a given region. Such 
goods can, of course, can be traded (but with thermodynamic costs increasing inversely with 
proximity), but if corporations were local rather than transnational, many of the problems of endless 
uncontrollable commodity chains might vanish. And local contexts and feedback would make 

the externalities of business acutely felt, favoring goods and services with negative environmental 


footprints. 


While antitrust enforcement is one way to deal with this, blockchain and other decentralizing 
technologies can also allow for plurality and overlapping ownership of goods and services 

without a technocratic state nor corporate oligopolies. Having regional, plural, but interlocking 
(standardized) ways of communicating and trading goods and services could allow for much more 
choice on the market than we currently have (where low environmental and social standards create 


many faulty products and services). 


The future of business, like government, will likely be plural and diverse, and if we are lucky, more 
personalized according to the needs of local people and environments. It is precisely this lack 
of attention to difference that constitutes the epistemological flaw and ethical weakness of our 


current form of globalization qua homogenization. Redesigning businesses will require redesigning 
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the incentives to have certain business structures rather than others (i.e., systems that mandate 
attending to stakeholders rather than only shareholders). Disruptive regulations like carbon taxes can 
parsimoniously engineer the business sector to favor more locally sourced materials and biomimicry 
in design. As long as it is cheap to pollute, businesses will take the shortcuts. Only when we make 
the shortcut favor ecological and socially just outcomes will we truly have businesses that once 


again serve common needs without undermining the health of the commons. 
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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Create Life-Centered Corporations 


David Korten 


Allen White’s paper has started a much needed and long overdue discussion on the growing 


power of corporations and the essential need to deal with their abuse of that power. 


We live in a world in extreme crisis. By the estimates of the Global Footprint Network, the 


human species currently consumes at a rate 1.7 times what Earth’s regenerative systems can 


sustain. Yet billions of people face a daily struggle for survival that strips them of happiness and 


fulfillment of their human potential. 


A growing concentration of financial wealth puts ever more political power in the hands of 
fewer and fewer people. According to Oxfam, twenty-six billionaires now hold personal financial 


assets greater than those of the poorest half of humanity (3.9 billion people). 


This rapidly accelerating environmental and social crisis is a direct and predictable consequence 
of global rules that facilitate a concentration of economic and political power in corporations— 
rules that provide minimum accountability for the consequences of how they use that power 
to monopolize markets, evade taxes, and operate in whatever place offers the cheapest labor 


and least environmental protections. 


As White correctly notes, appeals to corporations to exercise conscientious self-regulation do 
not work. The reason is simple. Mentally healthy living humans have a conscience. Corporations 
are constructs of law. They have no conscience beyond whatever responsibilities the law may 


require of them—backed by strict enforcement. 


Corporations that are under the control of individual humans—rather than the financial markets 


—may act responsibly when those individuals possess a deep concern for the common good. 
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Such corporations, however, are rare—at least among those of any consequential size. 


Most large corporations are captives of financial markets that drive the pursuit of short-term 
financial gain with no concern for the social or environmental consequences. Not only do they 
fail to serve the common good, but they are also driving us all toward civilizational collapse. 


Indeed, they are driving us toward human self-extinction. 


These conditions create an imperative for urgent structural change. Fortunately, corporations are 
entirely human creations. Indeed, there is no equivalent in nature. If they do not serve our needs, 


humans have both the right and the means to change—even eliminate—them. 


Corporate Purpose 


White notes there was a time in the early United States when corporations were chartered only 
for a specific length of time to fulfill a designated public purpose, such as to build a bridge ora 
canal. The former colonies had fought a brutal war to gain their freedom from the abuses of 
imperial rule, including the state-sanctioned monopoly power of the British East India Company. 
They were acutely aware of the potentials for abuse of corporate power, and they wanted none 


of it. 


Despite that early public awareness, corporate interests have been able to mount a relentless 
drive for power that has, over time, reduced US democracy to little more than an aspiration. 
Indeed, the United States has become a global driver of the processes by which global 
corporations pursue with impunity the destruction of Earth’s capacity to support life. And 


ironically, they do so for the primary purpose of growing the fortunes of billionaires. 


It is worth remembering that a corporation exists only when a government has issued a charter. 
There is no legitimate reason for any democratically accountable government to issue a 
corporate charter other than to serve a public purpose. Similarly, there is no legitimate reason 
why a corporation chartered by one government jurisdiction has any inherent right thereby to 
do business in any other jurisdiction unless granted that privilege by the people of that 


jurisdiction through their government. 
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That current law contradicts these simple truths is a consequence of corporate interests’ ability to 


manipulate the legal system. 


Current rules governing corporate conduct encourage and reward what should be treated as 


criminal behavior. Consider the following examples: 


1. They allow corporations to reap the rewards of their decisions without bearing the full costs. 
For example, when they evade paying taxes, they evade paying their fair share of the costs of 


infrastructure, education, or other essentials of doing business. 


2. They allow the corporation to assess value only in terms of financial costs and returns, thus 


ignoring the need to secure the health of Earth’s regenerative systems on which all life depends. 


3. They allow corporations to use their enormous financial resources and centralized decision- 
making to shape public opinion and pressure politicians to assure that laws favor corporate interests 


instead of public interests. 


Calls for corporate responsibility generally assume that those who work for corporations, especially 
top management, are free to exercise moral responsibility on behalf of the corporation should 
they choose to do so. This ignores an important reality. Unless they own the corporation, those 
who lead a corporation only appear to be in charge. They serve only at the pleasure of financiers 
who compete for control of any corporation that is not taking full advantage of opportunities to 


maximize profits—which often means externalizing costs. 
Business in Service to Community 


Science is coming to recognize what many indigenous people have long understood: life exists— 
can only exist—in diverse communities of living beings that self-organize to create and maintain the 
conditions of their own existence. The concept is captured by the South African term ubuntu, which 


translates to “| am because we are.” 


This basic frame of how life organizes is demonstrated in a very personal way by the human body. 
For each of us, our body consists of tens of trillions of cells and micro-organisms that self-organize 


beyond our conscious awareness to create and maintain the vessel of our consciousness and the 
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vehicle of our agency. On a far grander scale, the countless living organisms that comprise Earth's 
community of life similarly selforganize to create the conditions on this planet essential to life’s 


existence. 


The purpose of all human institutions—including corporations—must be to serve human well-being 


and the health of the planet on which we all depend. 


Trying to set and enforce rules at a global level to force transnational corporations to serve the people 
and planet they were created and designed to exploit would be an exercise as futile as a call for 
voluntary responsibility. Any global institution created to implement such rules will be subject to 


nearly instant co-option by the very corporations it is created to control. 


A better solution is to break up transnational corporations and restructure them in ways that assure 
community accountability. How this might be done to best serve the well-being of people and Earth 


is a topic worthy of serious discussion, with implications well beyond the corporation. 


With few exceptions, humans have fallen into a pattern of organizing around hierarchical institutions 
that centralize power. Capitalism vs. socialism is a false choice specifically because both, as currently 


understood and practiced, centralize rather than distribute power. Thus, they diminish local control 


and responsibility and suppress essential local adaptation to changing local conditions. Electing the 


leaders who head those institutions is only a partial corrective. 


Our challenge in learning to function as a global society dependent on the health of a living Earth is 
to learn to organize as life organizes—within holonic structures that selforganize from the bottom up 
in response to constantly changing local conditions, with the support of higher system levels. It is a 
frame for which we barely have the language needed for a coherent discussion. Yet it is the way that 


life has organized since life first emerged. And it is the way we must now learn to organize. 


The closest human approximations would probably be the organizational forms common to most 
indigenous societies. In the business sector of contemporary societies, they might be the varied forms 


of cooperative organization based on cooperative ownership. 
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The work of developing creative options would be a fitting challenge for schools of management 
interested in creating organizational models for the new human civilization we must now create 


together. 
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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Investors Are Waking Up 


Steve Lydenberg 


In the wake of the 2008 global financial crisis, Allen White and the Tellus Institute founded 


Corporation 20/20, envisioning what giant corporations might look like in a sustainable world. 


In a month, 2020 will be upon us. It has been a long decade. Many battles have been fought in 
along war, but | believe that the tide has turned, for which Tellus and many others deserve 


great credit. 


Pockets of resistance abound, and local fights are still fierce, but we will be soon be in a period 
that demands peace and reconciliation and an era of reconstruction. That will be every bit as 
hard as the battle itself if the opportunity we have fought for is not to be wasted. Allen White 
is right today to call for redesign. We must not let the moment for transformation slip through 


our fingers. 


What is necessary for that transformation? In my daily work, | am focused on just one part of 
this puzzle—the financial community—and so will answer the question in that narrow context, 


hoping that it will also find resonance in the broader corporate world. 


Finance has abused its powers, and has been among the slowest in the corporate world to 
recognize and confront its need to change. That change is happening now. Some call its 


manifestations “greenwashing”: nothing more than self-interest in disguise. 


| take a broader view. Investment professionals are bright people. Despite what some 
politicians proclaim, they understand that a Spaceship Earth with a crew soon to be nine- 


billion-persons-strong faces existential challenges. 
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They can see that, without meaning to, we can melt the polar icecaps just by driving to the mall, 
and punch a hole in the ozone layer in a simple effort to keep cool. They understand that, as hard 
as it may be to deal with, the income inequality to which they have so greatly contributed 


threatens global political stability. 


It is not an easy thing to steer that ship and to negotiate these shoals. We in investment need a 
common purpose, a vision of how we can preserve what is beneficial in what we have built, a 


mission that all can share. 


Investors are a peculiar lot. Many of the largest private corporations in the world are among 
them—be they banks with global reach, investment houses with their global tentacles, or 
international insurance firms. But others are the arms of government: sovereign wealth funds 
and national and state pension funds. And still others are the endowments of nonprofit 
organizations and civil society organizations intensely concerned with social and environmental 


well-being. 


What is happening in the fiercely competitive world of finance is that investors from all 

three spheres are learning to work together to tackle issues like global warming and gender 
empowerment. Collaborative actions by investors such as Climate Action 100+ (a coalition of 
more than 370 institutional investors with asset of $35 trillion confronting the 100 largest 
emitters of greenhouse gases with demands for sharp reductions) and the 30% Clubs (coalitions 
of investor groups in fourteen countries promoting a 30% representation of women on the 
boards and in management of the largest global corporations) are crucial not only for what they 
are doing and the impact they are having, but as models for the largest, as well as the smallest, 


investors in the world! 


The tension between balancing the short term and the long is inevitable. Slow down. Look far 
out. It is not always wise to cash in, to maximize your returns, if that means “killing the goose that 


laid the golden egg.” 


Organizations like FCLT Global (a coalition of forty-six of the largest corporations and financial 


corporations advocating for a long-term investment perspective) are pushing the largest fund 
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companies and corporations to understand how that can be done. But it also means that everyone, 
from the smallest investor to the largest, must see the benefit in the long term, even when that is 
what is best for our grandchildren tomorrow and not for ourselves today. Limit what you expect 


and what you demand. 


And we must practice acceptance and forgiveness—not just for others, but for ourselves as well. 
We in the investment community have made some terrible mistakes. That is true. But there is a 
place in this world for the large—inevitably so, because we live in a large world, as well as in small 
spheres. Finance on a global scale is not going away. But the small that is beautiful is also essential, 


and needs to be nurtured. It is the model that will help transform the large. 


If we can take the road to broad-based collaboration, if we can remain patient with today and wait 
for the promise of tomorrow, if we can learn from our struggles and mistakes in the past and put 
them behind us, then transformation will follow. Redesign and reconstruction are never easy tasks. 
They will take hard work and a clear, practical focus on the future. Because we, as investors as well 
as individuals, face existential challenges for the world we have created, we have no choice but to 
act together for the long term with mutual understanding of what each can contribute in pursuit 


of a stable world. 


Endnotes 


1. See the Climate Action 100+ 2019 Progress Report at http://www.climateaction100.org/ See also “FTSE 
350 Hits 30% Women on Boards for the First Time in 450 Years,” 30% Club, October 2, 2019, press release, 
https://30percentclub.org/press-releases/view/ftse-350-hits-30-women-on-boards-for-the-first-time- 


in-450-years. 
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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Corporate Change, Not Climate Change 


Michael Marx 


Allen White's essay on the need for corporate redesign expertly describes in brief the history 
of the corporate social responsibility (CSR) movement. He correctly notes that this movement 
has been fed by a myriad of individual campaigns targeting companies for specific social and 
environmental issues. Having started the Business Ethics Network in 2003 for advocacy groups 
who wage those campaigns and helped spawn the CSR movement, | could not agree more 
that it is time for an evolution of this movement. That evolution should indeed focus on 
corporate redesign. Unfortunately, one of the lessons we have learned over the last thirty years 
is that the public needs to feel outrage to engage in these campaigns, and companies need to 
fear damage to their brands. It will be difficult in the short-term to turn poor corporate design 
into a source of consumer outrage and company brand damage. Another major obstacle is 
getting non-governmental activist organizations to operate in concert to accomplish this since 


they have a history of individual or small coalition campaigns. 


It may well be that the first step towards creating a unified corporate redesign movement is 
to select an issue that is so compelling that it is a magnet for NGO and political collaboration. 
National and international coordination around this issue could provide the foundation for a 
meta-issue campaign like corporate design. As | survey environmental and social activism 
across the industrial North as well as the concentration of charitable foundations’ investments, 
itis obvious that climate change is the potentially unifying campaign on which a larger 
corporate design movement could potentially be built. The threat of a climate catastrophe is 
and will continue to grow as a prime mobilizer for public engagement. Embedded in the 
climate issue is a host of sub-issues related to corporate design that enlist allies. They include 


the inequitable impact of climate change on frontline communities, the support of anti-climate 
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politicians by companies, the impact on labor from an unjust transition to clean energy, 
responsibility for negative supply chain impacts, and increased death and disease from fossil fuel 


pollution. 


In the US, a unified corporate campaign built initially around climate would also tap into the deep 
reservoir of anger towards President Trump, who has proudly aligned himself with high-emission 
fossil fuel and auto companies while abandoning the nation’s role as a leader and signatory of the 
Paris Accords. Successful movements tap into the fear and anger of those most impacted, which 


explains in part why millennials, the next large consumer block, rate this issue so highly. 


Let us first take a step back and look more closely at how the environmental and social justice 
movements have evolved from a broad array of corporate campaigns, and the lessons learned. 


Then let us explore what a unified climate corporate campaign might look like. 
Background on Civil Society Marketplace “Regulation” 


Starting with the Reagan administration in the US and its intransigence on environmental and social 
issues, many NGOs shifted their strategic focus to the marketplace to effect civil society regulation 
of corporate behavior. Dozens of corporate campaigns ensued. Gallo (worker conditions/pay), Nike 
(sweatshops), Mitsubishi (rainforests), The Home Depot (old-growth forests), Staples (Appalachian 
forests), Victoria's Secret (boreal forests), Kimberly Clarke (boreal forests), McDonald's (animal rights), 
Dell (Toxic waste), Apple (toxic waste), Citibank (coal plant funding), Bank of America (coal plant 
funding), Walmart (everything), Cargill (palm oil), Kellogg’s (palm oil), and a host of other major 


corporations were the subjects of successful consumer, shareholder, and markets campaigns.' 


These campaigns played a major role in jumpstarting the CSR movement. Big-tent NGOs like 
Business for Social Responsibility (BSR), Ceres, and GreenBiz emerged to facilitate corporate social 
and environmental education and policies. Companies began to evolve from having third-level 
manager positions for corporate responsibility to creating vice president for sustainability positions 
with staff and budgets. Certification systems began to emerge such as the Forest Stewardship 
Council, Marine Stewardship Council, Fair Trade Coffee, and Conflict-free Minerals. And corporate 


campaigners formed their own trade association called the Business Ethics Network, where 
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they educated new corporate campaigners, shared lessons learned, corporate research, and came 


together to create coalitions and launch new campaigns (e.g., Walmart). 


A number of factors made these campaigns successful. Companies realize that much of their 
capitalized value is a function of the strength of their brand. They cannot risk being associated with 
outrageous social and environmental practices. Even companies with unfamiliar brands who supply 
branded retailers can become a liability when their corporate customers are publicly attacked and 
held responsible for their suppliers’ practices. Another key factor is the potential for multiple NGOs to 
triangulate on a company such that some focus on their customers, some focus on their employees 
and the universities from which they recruit, some focus on their shareholders, and still others focus 
on excluding them from government procurement. The most effective campaigns afford multiple 


tracks on highly branded companies. 


Government regulation is generally to be preferred over civil society “regulation.” However, the latter 


does have advantages, beyond its independence from politics. Corporate and markets campaigns 


tap into the public’s underlying distrust of major corporations, thus attracting large numbers of 
passionate activists. They tend to produce faster victories than legislation (especially if multiple 
campaign tactics are employed), which reinforces activists’ sense of efficacy. Victories generate 

ripple effects within and across industries. Victories also change corporate cultures such that forced 
awareness on one issue (@.g., forests) facilitates voluntary awareness on others (e.g., toxics, energy 
consumption) where there may be future brand risk or cost savings. Corporate campaigns create an 
entire support industry that involves certification, consulting, and auditing services. These perpetuate 


and validate corporate policy changes. 
A Unifying Corporate “Climate-Friendly” Label and Campaign 


Many corporations are already making progress to reduce their emissions, but not fast enough. 


Examine the Carbon Disclosure Project list of companies that are reporting. Many are tracking Scope 


1 emissions (direct emissions), fewer tracking Scope 2 (indirect emissions from the electricity they 
purchase/consume), and virtually none of significance tracking and reporting Scope 3 (their suppliers’ 
emissions), where a huge percentage of many companies’ carbon is located. This is the big carbon 


loophole that threatens achievement of the Paris Accords. Furthermore, while the Science Based 
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Target Initiative is relatively new, more than 300 companies have actually obtained approved science- 
based targets.’ There are indications that a cadre of corporations realize the threat of climate change 
and have begun to move more aggressively to reduce emissions and influence policy. The We Mean 
Business consortium sent a letter to President-elect Trump to honor the Paris Accords. But even most 


of these companies need to accelerate their tracking, reporting, and reductions in Scope 3 emissions. 


If we are going to stabilize climate change at or below 2 degrees, we must move quickly to a low- 
carbon economy. To accomplish this, we must redirect capital away from high-carbon companies 
towards low-carbon ones. To accomplish that, consumers, investors, companies, and government 
need a label that differentiates between entities that are committed to a low-carbon operating future 
and those that are not. This allows civil society to organize and pressure companies, investors, and 
government to favor entities committed to low-carbon future. Those low-carbon companies can be 
expected to ally with civil society to influence government policies that tilt the economic playing 
field in their favor. When there is a critical mass of them, they also have the incentive and strength to 
stand together and change the political dynamics at the federal and state levels. Politicians, especially 
conservative ones, respond more favorably when NGOs and corporations jointly demand support for 


policies (e.g., a price on carbon, EV purchasing incentives). 
How the Climate-Friendly Corporate Campaign Could Work 


We need a simple, elegant way to differentiate between climate-friendly and climate-unfriendly 
companies. At the moment, we have a myriad of disconnected initiatives—all good, but not 
necessarily synergistic such that they add up to the kind of pressure they could and the momentum 
they should be creating. We Mean Business, as mentioned before, has a large number of companies 
that have endorsed the Paris Accords and made specific commitments such as reporting their Scope 
1, 2,and in some instances Scope 3 emissions, doubling their energy efficiency, and shifting their 
fleets to electric vehicles. These are all good, but the bottom-line question is this: Are their trajectories 
for reducing their Scope 1, 2, and 3 emissions in alignment with science-based targets? If so, are they 
being rewarded in the marketplace and if not, are they paying a price? Companies’ behavior, even 
more than that of human beings, is subject to reward and punishment. Civil society must create a 


climate reinforcement regimen. 
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As amember of the progressive funder community, | acknowledge that we typically support a 
thousand points of light, but we rarely connect them. As a result, these initiatives do not necessarily 
add up to more than the sum of their parts. Looking through a corporate campaigner’s lens, it is 
essential that companies be sorted into two categories: Good and Bad. This requires a label for 
each; one that companies want to display and leverage to their competitive advantage, and one 
that they must avoid or else risk becoming less competitive. This opens the doors for hundreds 

of NGOs across the nation to engage in a unified campaign, all feeding into the same ultimate 
goal, i.e, shifting capital towards a low carbon-economy. And they have plenty of leverage points 
for such a campaign—ranging from government and corporate procurement to infrastructure 


permits to institutional investors to mobilizing employees, consumers, or shareholders. 


Conclusion 


It is important that civil society demand that corporations be redesigned so that they truly serve 
the public interest, their employees, and the environment. Getting to that point may require an 
interim strategy that focuses the fear of the existential threat of climate change, the economic and 
social devastation that it portends, and the anger that politicians like President Trump engender, on 
corporations who all share to a greater or lesser degree responsibility for this threat and its solution. 
This will require civil society organizations to come together in a way they have rarely done before 
to define the change we want and then produce pressure and provide the facilitation the change 


requires. 


Endnotes 


1.A corporate campaign is one in which the company doing the egregious activity is targeted. A markets 
campaign is one where the branded corporate and institutional customers of the companies that are doing 
the egregious activity are targeted in order to change the latter's practices. 


2. This is a system by which a company can determine how much it must reduce its carbon emissions to 
meet the two-degree scenario, develop a plan, set targets, and have them certified by a process created by 
the Carbon Disclosure Project, the World Wildlife Fund, the World Resources Institute, and the UN Global 
Compact. 
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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Democratize the Corporation 
Michael Peck 


The capitalist system is “on fire,” putting global democracy, climate, and peace at risk. Oxfam 
International reports that billionaires worldwide grow $2.5 billion richer every day, while the 


poorest half of the global population falls further behind. With social mobility still handicapped 


by the Great Recession, people from frontline communities are not finding their way into more 


prosperous ones, deepening their sense of betrayal and being left behind. 


Many of the world’s most distressed communities exist side-by-side with the richest regions. 
Unchecked private capital produces governments that favor the rich. Governing elites insulate 
themselves from the costs of the policies they impose on others. On social media platforms, 
the loudest voices are not representative of those working multiple, low-paying, dead-end jobs 
with barely enough to survive. A self-interested Boomer generation pushes back on younger 


generations seeking shared prosperity and aspirational work. 


Do we just apply situational band-aids, however effective, to these human-induced disasters, or 
can we more effectively scale systemic antidotes to the underlying socioeconomic-political 
diseases? Clearly, for Corporation Reform & Redesign (CR&R) to be transformational and 
inclusive in our lifetimes, and not be a mere academic exercise, a number of steps are 


necessary. 


First, pundits, politicians, and practitioners should acknowledge that moving away from 
shareholder primacy to stakeholder primacy requires a deeper and broader move toward worker 
and employee ownership. Second, we need common vocabulary and metrics to operationalize 
and then measure transitions from corporate social responsibility (CSR) to Environmental, Social 


and Governance criteria (ESGs), and then from ESGs to alternative business models (“social 
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enterprises”) and, even more broadly, Social Enterprise Ecosystems ("SEEs’—my acronym). A 
sustainable enterprise ecosystem is one marked by virtuous cycles, by multiple inter-cooperating 
for-profit enterprises with common deep-rooted values and inclusive workplace democracy 


practices, and an all-encompassing solidarity culture sharing sacrifices, risks and rewards. 


Third, the gargantuan task before us is to build organic consensus on how best to convert failing 
culture and power paradigms into creative, inclusive, climate-sustaining, economically democratic, 


stakeholder-owned, ecosystem-centric social enterprises wedded to global practice communities. 
A Middle Way for Earth 


Democratizing corporate governance will be an essential part of this transition. The basic 
democratic principle underlying nation-state and shared-ownership models is one person, one 
vote. Within enterprises, an equity share gives the right to vote and provides the basis for changing 
the power paradigm in the culture in order to build community wealth, civic solidarity, and 
self-reliance. Experience suggests that broad-based, worker ownership is more stable, inclusive, 
equitable, democratic, resilient, and competitive. Such companies outperform their peers with 
fewer job losses, especially during downturns. The transition from CSR to ESG to SEEs requires 
transcending historically rooted, intergenerational poverty and dependency cultures with proven, 


localized, hybrid worker and employee ownership models. 


Worker-owned enterprises, such as Mondragon, cooperative economies as found in Emilio 
Romagna, and other enlightened, time-proven ecosystems show social enterprises rooted in 
shared ownership can nurture self-reliance, fulfilling work lives, and economic democracy, while 
contributing to a sustainable planet. These alternative enterprises and economic ecosystems 

are growing phenomena, crossing oceans, borders, markets, and silos to empower underserved 
stakeholders and transform commoditizing culture/power paradigms. Such models help to increase 
participatory democracy and redefine citizenship, aided by educational and cultural outreach in 
partnership with disadvantaged communities. Eclectically localized, hybrid versions of the “one 
worker, one vote” cooperative ecosystem are unfolding in the US (e. g,, Cincinnati, Dayton, Nashville, 
Brooklyn, Indianapolis, Albuquerque, Jackson/Ml); and globally (Preston/UK, Seoul, Columbia, 
Argentina, Mexico, Costa Rica, South Africa, West Africa, Japan, Singapore, Bermuda, and elsewhere). 


The rise of such alternatives is no longer a question of “if” but “when’. 
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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Human Rights, Not Corporate Rights 


Jackie Smith 


Allen White's analysis of corporate social responsibility shows that today’s systemic crisis 
requires “corporate redesign.” But what will it take to realize the fundamental changes we 
need? And is the corporation all that needs to be redesigned in order to realize a world where 
all beings can enjoy lives of dignity and well-being? How can we move from a system 


organized to maximize profits to one that prioritizes human and ecological well-being? 


The principles for a different global order and the roadmap to realizing systemic 
transformation are evident in the social movements that have long challenged capitalism and 
its effects. A lesson from these movements is that the key to social change is concerted work 
by diverse groups of people to shift power from states and corporations to communities. The 
hard work of building movements to defend the commons and shaping institutions designed 
to prioritize community well-being over individual competition and profit-taking is critical. 
Important groundwork has been laid by social movements that have struggled over centuries 


for human rights. 


Although the multilateralism of states and corporations may be in crisis, this is not the only 
multilateralism available for the project of global transition. If we look closely at the work of 
grassroots movements across time and place, we can see an emergent strategy for “Auman 
rights globalization” that has progressed even as it has been overshadowed by the corporate 
globalization that now threatens planetary survival. Attention to the project of human rights 
globalization illuminates a roadmap for reining in corporate power and recentering people 


and ecosystems in the project of global governance. 
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From Corporate Globalization to Human Rights Globalization 


The growth and concentration of corporate power is one that deserves far more attention and 
critical analysis than it has received in academic and policy circles. Capitalist globalization policies 
over recent decades have helped corporations grow and consolidate wealth on a global scale, 
which they have used to further concentrate market and political influence. The number of 
transnational corporations in the top 100 economic entities—including both corporations and 
governments—jumped to 69 in 2015 from around 50 at the turn of the twenty-first century. 
National governments are no longer the most powerful entities, and their position is continuing 
to slide as corporations grow. Alarmingly, among the leading industries are those most in need 
of governance for the sake of the common good: namely, those dependent on the perpetuation 
of our carbon-intensive economy, financial speculation, wasteful consumption, and the 


commodification of health care.’ 


While corporate power has grown, the power of workers and communities has been steadily 
eroded by neoliberal globalization. The decline of trade unions and the growth of precarious 

work, fueled by the evangelization of neoliberal principles by economists and political leaders in 
governments and global institutions like the World Bank, have reduced the ability of people and 
communities to come together to advance a different vision of how the world could be organized. 
Cities have been hamstrung by budget constraints as they contend with effects of neoliberal 
globalization such as rising housing costs, effects of climate change, and social polarization. At 

the same time, critics of corporate globalization in the academy have been neutralized by the 
corporatization of universities and the polarization and commodification of political and media 
discourses. Indeed, we might say that today, global hegemony is exercised not by a national state 


or collection of states, but by the owners and managers of global corporations.* 


It is imperative, then, that scholars and activists do far more to focus on this critical issue and 

help find ways to challenge more directly the role of corporations in society today. Corporate 
concentration and market monopolization—enabled by US international economic policies, weak 
antitrust laws and implementation, corporate taxation, campaign financing, and other policies— 
undermine human rights in cities and communities worldwide. By supporting human rights 
globalization as a counter-movement to corporate globalization, we can advance people-centered 


policies and build upon earlier work of transformative movements worldwide. 
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Bringing Human Rights Home 


The United Nation's Universal Periodic Review (UPR) process gives local human rights defenders 
one way of fighting back. US human rights defenders have recently challenged predatory corporate 
practices in a report to the United Nations. The report highlighted the impacts of corporations 

on local human rights, democratic political participation, housing, health, and racial and gender 
equity. It documented at great length the extent to which corporate practices violate government 


commitments in both national and international legal instruments. 


While the UN process is limited in its ability to change behaviors of recalcitrant governments, what 
is powerful about international human rights treaties and institutional processes like the UPR is their 
ability to help social movements come together across various divides and promote a shared vision 
of the world we wish to see. Paraphrasing Frederick Douglass, human rights activists like to remind 
skeptics that those in power have never ceded power without popular pressure: “Human rights 


don't trickle down, they rise up!” 


The process of compiling UPR reports and then working to follow up with them helps groups 

and activists articulate shared priorities and visions of justice that account for global and historical 
omissions in local and national discourses. The UPR does not simply track violations but centers 
concrete remedies in the formal reports it makes to national governments. It is here that local 
activists have found opportunities to forge alliances with local government officials, who see value 
in using the international stage to amplify their pleas for federal funding to support social welfare 
needs. Thus, the UPR process helps build new community collaborations and foster public discourse 


and consciousness-raising around human rights as an alternative framework. 


Corporate hegemony has constrained the political discourse and the political imagination we need 
to envision and fight for a world that prioritizes people and communities over economic growth and 
endless consumption. Although the odds seem daunting, global ideals and institutions that have 
been slowly and steadily advanced by human rights advocates over centuries may provide tools for 
advancing new projects and strategies that can realize human-centered policies and a more just and 


sustainable world. 
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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Time for a New Economic Narrative 
Sandra Waddock 


We once hoped that voluntary corporate social responsibility (CSR) campaigns and an 
infrastructure to support such efforts could compensate for the neoliberal economic narrative 
that less government is better. The hope was that self-regulatory and voluntary efforts might be 
effective in countering abuses of corporate power and the reality that neoliberalism takes 


neither ecological nor societal impacts into account. 


A considerable infrastructure around corporate responsibility has grown over the past twenty 
to twenty-five years. It includes not only ESG (environmental, social, governance) reporting, but 
also numerous certification programs, ethical and responsibility principles, and even the 


emergence of integrated reporting, which acknowledges that there is more to a company’s 


performance than financial data. Still, too little has changed. The relevant indicators around 


climate, equity, species extinction, and other societal ills are all moving in the wrong direction. 


Having worked for years in the optimistic, CSR-will-make-things-better vein that Allen White so 
vividly describes, some time ago | came to the conclusion that CSR needed to become CR— 
corporate responsibility. Whereas CSR has focused on doing goad things for the community or 
other stakeholders, CR means embedding responsibility and ethics into the business model 
itself, CR has everything to do with how companies treat their stakeholders and the natural 
environment in how they do business, that is, how they operationalize their business models. 
Even if that perspective were to be realized, | now believe, it too would be insufficient. CSR or, 


for that matter, CR, will not get our companies or societies where we need to be. 


To cope with the dramatic and civilization-threatening exigencies of today, we now need 


wholesale system transformation—of corporations, of governmental institutions, of civil society 
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institutions. Importantly, we humans need a different relationship to each other and to nature 
than is commonly understood in the Western/developed world. We need to recognize a new, yet 
ancient, wisdom that human beings are part of nature, interdependent with her, and reliant on 
her bounty. We humans need to act as stewards—caretakers—of nature, not as if we “have 
dominion” over her. We need to remember what Indigenous peoples and their shamans know: 
Mitdkuye Oydsin, that is, that “we are all related.” Then we need to redesign our companies, our 
governments, and our societies around that ancient wisdom, with the kinds of steps that Allen 


White outlined as part of that transformation process. 


Transformation is now an imperative. As anthropologist Jared Diamond pointed out, two key 
factors result in civilizational collapse: pushing ecological resources beyond capacity and growing 
inequality.’ The former results in ecological collapse—and here the danger signs are multiple. 

The latter results in social unrest and eventual collapse. Today, the growing costs of inequality are 
evidenced in sometimes-violent protests that have emerged in multiple hot spots around the 
world. These realities make for scary times. They also provide, perhaps, a motivation for the type of 


change that underlies White's proposition to rethink the corporation. 


We each probably have our own sense of where to begin such transformation. Certainly, the idea 
of changing corporate purpose as understood today more towards serving the public interest is a 
big step in the right direction. Donella Meadows reminded us that mindset change—and the 


capacity to transcend mindsets—are the most powerful levers of change? 


As storytelling creatures, we humans need what Robert Shiller now calls a new narrative 
economics. | would further argue that any new narrative needs to go well beyond economics 
towards integrating literally what gives life to systems.’ A new narrative needs to be holistic, 
compelling, encompassing, life-affirming, and dignity-providing for humans and other living 
beings. Arguably, system transformation needs to move towards reshaping the whole economy 
and, not incidentally, whole societies, into fostering life and well-being for all, where “all” also 


includes other entities beyond us humans. 


So yes, | fully agree with Allen White that corporations need to be redesigned to meet today’s 


needs. Corporate reform, however, is only one of many steps that need to be taken. White is right 
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on target, in my view, when he notes that “the primacy of shareholders and finance capital will 
not dissolve without a compelling counter-vision, strategy, and action plan,” that is, a compelling 
new narrative. Then, and this part is vital, that narrative needs to be supported by many different 
types of actions from many different actors, who are generally guided by the vision of achieving 
that new narrative’s story in our reality. We need to focus on how we redefine the purposes of all 
of our institutions, how their performance is measured, how power is distributed and who has 
voice, and what practices come to prominence. None of this shift will be easy, since entrenched 
players are unlikely to willingly give up their elite status. But arguably, taking small and large steps 


in these directions, as Allen White has forcefully argued, may be our best hope for a better future. 
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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Revamp Corporate Charters 
Alan Willis 


Looking Back Through the Rear-View Mirror 


Let me express gratitude for Allen White's typically visionary and thought-provoking essay and 


for the intellectually enriching and inspirational discussion it prompted. 


From my perspective as a professional accountant (in recovery, | like to say), and one who had 
the good fortune to work with White and some extraordinary people on the founding Steering 
Committee of the Global Reporting Initiative and the Corporation 20/20 project, as well as to 
serve on the Working Group of the International Integrated Reporting Council to develop its 


2013 Integrated Reporting Framework, | will try to offer a few fresh ideas and insights. 


| fully agree that it is time to close the “corporate social responsibility” (CSR) chapter of the 
movement to tame corporations and get on with corporate redesign. Two fundamental 
systems-design flaws, dating back to the Industrial Revolution, explain why voluntary CSR has 
been unable to achieve the systems changes needed. First, from their very inception, the 
concept of a corporation and its legal charter were not situated within the broader context that 
fulfilling corporate purpose and creating value for shareholders occur within a larger system of 
nested dependencies of society and the planet. Second, corporations, their owners, and their 
governing bodies were then seen to owe a duty of accountability only for the stewardship of 


shareholders’ invested capital, rather than to other stakeholders and the general public. 


The architects of corporations and their charters had an incomplete understanding of the 
planet and its capacity to support society and all living systems. The long-term impacts of the 
Industrial Revolution coupled with population growth and consumer demands were not 


foreseen in those times of transition from agricultural societies, local communities, and 
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domestic markets for goods and services. Likewise, it was not yet recognized that business entities 
could cause social injustices and human harm beyond what was mitigated by legislation to 


improve working conditions, such as the successive Factories Acts of Victorian England. 


So granting corporate charters to facilitate the raising of private capital under terms which limited 
the liability of those who provided the capital must have seemed a sensible and attractive public 
policy for attracting and harnessing private financial resources for business purposes, especially 
large infrastructure and manufacturing enterprises, to address the growing societal needs of the 
day. And who would be accountable for such chartered corporate enterprises? Why, naturally, to 
those who provided the financial capital, including empowering shareholders to appoint corporate 


boards charged with generating acceptable financial returns. 


It also happened that standard practices for bookkeeping and accounting for the commercial 
transactions of an enterprise or project in the ordinary course of business were already well- 
established. This meant corporate charters could readily incorporate a requirement for directors 
to provide financial reports to shareholders. It was not until the mid-thirties that, in the US at least, 


more regulatory rigor and oversight was applied to reporting requirements and standards. 
Looking Ahead...a Roadmap for Redesign? 


There is an obvious and urgent need to (re)design charters to require corporations to create value 
for society without impairing the interests of society and depleting the natural resources on which 
both the chartered enterprise and society depend. This new model for a corporate charter will 


need to be capable of being enacted and embedded in all jurisdictions. 


We also need to build into the new model charter twenty-first-century accountability provisions 
that require this new legal entity to be accountable to all stakeholders and to measure its use of 
and impacts on various “capitals’—not just financial, but also infrastructural, human, social, and 
natural—on which it depends for the production of goods and services. High-level guidance 

for measuring and reporting on these multiple dimensions of value creation is presented in the 
2013 Integrated Reporting Framework of the International Integrated Reporting Council. What is 
missing (except in South Africa) is a legal requirement for corporate enterprises to report on their 


performance across these criteria to society in general. 
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A number of efforts, such as the OECD Principles of Corporate Governance, the King Codes of 
Corporate Governance in South Africa, and European Union directives on these matters, provide 

a strong foundation for jurisdictions that are so minded to proceed forthwith in enacting binding 
redesigned corporate charters that are fit for business in the twenty-first century, and aligned 

with handling the global imperatives we face. While this work could take a few years in any given 
jurisdiction, that is all the more reason to get started. It would be very desirable to create (or turn 

to an existing institution for) an international liaison mechanism or body to promote cross-border 
exchanges of thought leadership, emerging practices, and prototype charters, perhaps leading 
eventually to international consensus or even an accord. But as long as business factions or partisan 
political forces are able to obstruct the path, visions of a new world oversight body for this work and 


its global implementation will remain unrealistic. 


However, there have been times within living memory when nations and multinational alliances 
have put aside politics and domestic interests in order to confront a common enemy for the sake 
of the common good—indeed, our common future. At such times, strong and visionary leaders 
have come forth to unite citizenry and business in common cause, even when citizens have had 
to make personal sacrifices in their daily lifestyles. Legislation enacted for World War II rationing of 
food, gasoline, consumer goods, and even children’s candies quickly comes to mind. People “get” 
the need for such actions when they realize the relatively immediate disastrous consequences 

of inaction. Now is a time to summon this “wartime” caliber of leadership and public support to 


redesign and enact the new corporate charter. 


Fast Forward to the Near Future... 


Meanwhile, relatively low-hanging fruit can be harvested. Stronger disclosure and reporting 
practices can be enacted that strongly enhance corporate transparency and accountability to all 
stakeholders. With many measurement and reporting initiatives to draw upon, rather than creating 
new frameworks and standards, we need to harmonize, build on, and consolidate the ones we 
already have. In a recent paper, | proposed two different but related transparency packages, which 
could ultimately be combined: one for accountability reporting to investors or shareholders, the 


other for transparency and accountability to direct stakeholders and the wider public. 
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The key is to make such accountability reporting mandatory in all jurisdictions for companies that 
are publicly listed, and encourage it for all other companies and forms of enterprise—even non- 
profit institutions. It is not necessary to await the implementation of redesigned model charters. 
In many jurisdictions, a mandatory accountability report could immediately be enacted by law or 
regulation or stock exchange listing requirements, and become a de facto catalyst for redesign of 


the charter. 


Fortunately, recognized international institutions exist in the measurement and reporting space 
which could take on the international collaboration needed to produce the new accountability 
reporting model. Strong visionary leadership and avoidance of obstructions by partisan politics and 
business lobbying will be crucial to making progress. The EU's Non-Financial Reporting Directive, 
which requires large companies to disclose certain information on the way they operate and 
manage social and environmental challenges, although not the perfect model for what we need, is 


an example of what can be implemented near-term. 


We may not live to see the end of this journey, but surely it is time to start making demonstrable 
progress on the redesign of corporate charters to reflect twenty-first century thinking about 


corporate purpose, governance, and accountability. 
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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Corporate Redsign at a Tipping Point? 


Simon Zadek 


Corporate social responsibility (CSR) emerged in the 1990s, driven by diverse factors including a 
professionalizing and globalized civil society and digitally driven fishbowl effects of globalization 
on large companies that made their increasingly important intangible assets (reputation, etc.) 
vulnerable to attack. Although CSR fell well short of any more dramatic shift at a higher level of 
purpose (let alone regulatory transformation), it did make a difference (albeit not as much 

as we would want). An overly cynical view towards it misses direct impacts, new instruments 
and pathways (e.g., disclosure and partnerships), and the new doors that CSR opened up in our 
complex, path-dependent world. Trade-union-negotiated labor codes of conduct along value 


chains and acceptance of responsibilities for human rights, for example, are not trivial matters. 


We can see a second generation beyond CSR that has emerged with some additional features. 
Notable is that for a growing number of leading companies in key sectors, aspects of 
sustainable development have become embedded strategic issues. This new phase is focused 
on deeper risk issues (not just reputational) and related market opportunities, and is notably 
linked to technological development in sectors such as energy, health, and increasingly finance 
itself. This shift is happening in (fairly small) parts of the financial community, on very selected 
issues such as liability-related climate risk, and to a weaker degree across the broader landscape 
of the UN's Sustainable Development Goals. As always, there are absurdly naive and deceptive 
versions of this phase, but there are also some more substantive developments, albeit in 
specific sectors and jurisdictions. For example, clean energy deployment has made major 


advances, with cascading effects across many other sectors. 


Fainter but relevant evidence exists of a third phase, which provides still weak signals of a 


further shift towards “redesign.” Here we see tangible discussion about purpose and corporate 
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governance but with diverse manifestations. Values-aligned initiatives such as B Corporations 
have been accompanied by a resurgent interest in state-owned enterprises in many parts of the 
world, a growing strength of policy banks and sovereign wealth funds, the mainstreaming of 
discussions and new practices regarding fiduciary responsibilities and disclosure, and very tricky 
discussions emerging about ways to design governance models for this and the next generation 
of digital corporate developments including global digital currencies, such as Facebook's Libra. 
They are not all positive developments but nonetheless mark an important pivot away from the 
dominance of the classical Anglo-Saxon corporate governance model that privileges financial 
stakeholders. Shareholder actions and liability cases have become more prevalent, notably driven 
by the climate agenda, again with some cascading effects on other aspects and issues of business 


performance. 


It is hard to predict the longer-term implications of the developments described above, and 
similarly hard to figure out which are the pressure points on which we can push to achieve 

the desired low-friction network effects. One moment we can push on the G7 (writing off the 
burdensome debt of the world’s poorest countries) or the G20 (green finance during China's 
presidency), and another moment we rely more on joint action by pension funds (such as Climate 
Action 100+, a coalition of more than 370 investors with over $35 trillion in assets) or 
technologically driven enterprise innovation (such as pay-go systems enabled by new financial 
technologies supporting distributed solar). Social movements are fragmented, distracted, and 
effective for brief moments, reinforcing the lack of any singular pathway, from the post-financial 


crisis movements through to climate action and the surging revolts in Hong Kong and elsewhere. 


My observations above suggest a positive if insufficient and unstable trajectory at the nexus of 
corporatism and sustainable development. But | or someone else could have offered an 
alternative narrative that sees these developments as the last gasp of a broken system, or an 
attempt to retain the main pillars of corporate power in the face of growing evidence of 
disturbing outcomes. In practice, it is not one or the other narrative, but both. Going forward, we 


are more likely to remain at this uneasy tipping point that could move us forward or sink into a 


dangerous inertia. An era of global value chains in goods is coming to an end, enabling us to 


grasp greater autonomy in some ways but with the prospects of the upsides of the last period of 
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globalization not being continued. Climate change is likely to displace upwards of a billion people, 
leaving them with no prospect of any future Westphalian citizenship. Corporations will seek to 
weave a continued profitability despite and because of such developments, and will remain 
important actors to change—but they are not the sole drivers of change, or the only focus on what 


needs to be changed. 
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GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Author’s Response 


GREAT TRANSITION INITIATIVE 


TOWARD A TRANSFORMATIVE VISION AND PRAXIS 


Response to Comments 
Allen White 


The diversity, incisiveness, and passion of this discussion attest to the pivotal role of 
transnational corporations (TNCs) in shaping the global future. Stories of TNC involvement in 
climate disruption, deforestation, privacy violations, housing crises, human rights, and 
cybersecurity dominate the headlines. There is every reason to anticipate that these will 


continue unabated. 


Three aspects of corporate redesign emerge from the array of responses in this forum. The first 
pertains to the narrative, both historic and future, regarding the purpose and character of the 
corporation. Several commenters rightly locate this question against the backdrop of the epochal 
shift that spawned the modern era of globalization in which the TNC is a principal protagonist. 
These commenters take a systemic view that understands TNCs as an expression of the larger 
socioeconomic forces generating the structural conditions leading to a growing concentration of 


wealth and power. 


Sally Goerner stresses the dominance of the “oligarchy"—selfserving rule of the few—which for 
the last century has deployed the corporation as an instrument for control and accumulation 
among elites in both North and South. Alvaro de Regil Castilla’s hard-hitting analysis emphasizes 
the emergence of the global system of commodity supply chains that created “modern slave 
work" for which corporate social responsibility (CSR) serves as a public relations tool inherently 
incapable of bringing justice to workers and communities. In his view, corporations are a product 
of “marketocratic societies,” a force that undermines democracy by enabling capitalist control of 


the economy and government. 


64 | GTI FORUM CONTRIBUTION 


The transformation of the corporation cannot occur without a transformation of societal values, 
culture, and power relations. What specific design principle should apply? David Korten sees nature 
as the ultimate arbiter and inspiration, offering a model of the holism and resilience that alternative 
economies must embody. This requires abandoning industrial dependence on extraction, 
competition, and commodification. Instead, the purpose of the corporation—indeed, the purpose 
of all institutions—"must be to serve human well-being and the health of the Earth on which we all 
depend.” In the same spirit, Sandra Waddock argues that the only viable foundation for organizing 


human affairs, including corporations, is a vigorous embrace of nature-human interdependency. 


Embracing a systemic perspective on corporate redesign can both inspire and paralyze. Epochal 
shifts—the Enlightenment, the Industrial Revolution, postwar economic globalization—are slow- 
moving, complex processes. With increasingly dire and accelerating threats to planetary well-being, 
waiting for the next epochal shift before undertaking interim steps toward corporate redesign is 

a high-stakes gamble on the planet's resilience. Thus, we must look to actions that at least buy 
time, prepare viable options for activation once crises emerge in full force, and, at the same time, 


disseminate scalable actions with proven capacity to reshape the corporate form. 


Strategy defines the second cluster of responses. For some, bottom-up approaches focusing 

on specific TNCs and/or sectors are the starting point. Michael Marx characterizes his decades 

of leadership in campaign strategies as an exercise in cultivating public outrage and a fear 

of reputational damage on the part of major corporate brands. Campaigns targeting Nike 
(sweatshops), Mitsubishi (rainforests), The Home Depot (old-growth forests), Kimberly-Clark (boreal 
forests), McDonald's (animal rights), and Apple (toxic waste) illustrate how collaboration across 
consumers, shareholders, and civil society groups produce measurable, if not transformational, 
results. Such campaigns have targeted customers, employees, or universities (in their role as 
talent providers) to force changes in corporate permits, government procurement, and employee 
recruitment. He makes a strong case for deploying climate change as the strategic frontier for 


reigniting, expanding, and unifying the CSR movement. 


On the investor side, Steve Lydenberg challenges the investment community in all its forms—e.g., 
pension funds, endowments, sovereign wealth funds—to embed long-term, systems-based 


sustainability concepts into their investment strategy. Such actions go beyond mainstream 
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“sustainable” or “ESG" investing by leveraging the power of investors to drive deep and enduring 


change in corporate behavior. Frank Dixon similarly touts the potential of systems change investing. 


In contrast to bottom-up approaches, others offer a wide array of top-down ideas to modify TNC 
conduct through innovative standards, frameworks, and processes that move the needle toward 
redesign. These initiatives do not focus on one company or another, but instead seek to change 
the operating system in which all TNCs do business. As stressed by commenters like Duncan Austin 
and Yogi Hendlin, voluntarism is not enough: we must change the systems in which corporations 
operate and the laws that govern them. Alan Willis'’s support for next-generation integrated 
reporting is an example, though Willis also goes beyond the mechanics of accounting to call for 


reformulating corporate charters, an issue pivotal to the redesign agenda. 


Changing TNC conduct will also require institutional innovation. Dorothy Guerrero describes the 
proposed UN Binding Treating on TNCs, a five-year process rooted in the view that human rights 
must displace economic rights as the centerpiece of TNC activity. And Jackie Smith describes how 
the UN Periodic Review (UPR) of national human rights can activate social movements and help 
“build new community collaborations [and] foster public discourse and consciousness-raising 


around human rights as an alternative framework.” 


My concept of a World Corporate Charter Organization (WCCO) falls into this category as well. Akin 
to the International Labor Organization, the World Trade Organization, and the World Intellectual 
Property Organization, the WCCO would serve as a new global entity for advancing TNC charters 


that codify redesign principles into specific requirements for TNCs worldwide. 


Skeptics could challenge the plausibility of such a venture at a time when multilateralism is under 
fire and nationalism is on the rise. However, | welcome such skepticism—it tempers my idealism 
without undoing it. At the same, the implausibility view has a familiar ring. In 1997, my colleague 
Bob Massie and |, frustrated with the sluggish pace of corporate sustainability reporting worldwide, 
conceived the Global Reporting Initiative (GRI). Our goal: to create a generally accepted framework 
and institution to move reporting from an extraordinary to exceptional to expected and mandatory 
practice. The skeptics asked, why you? Why now? And what legitimacy, collaborators, and resources 


can you possibly bring to such an ambitious idea? 
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Today, GRI is the leading global standard for corporate sustainability disclosure, referenced in the 

law, regulation, or policy in over 60 countries, reflecting its gradual evolution from an instrument of 
“soft” (voluntary, norm-based) to “hard” (mandatory, enforceable) law. A steady stream of revisions to 
the standard reflects the dynamics of globalization in which TNCs operate. Still a continuous work 

in progress, GRI—in concert with other reporting initiatives such as the Sustainability Accounting 
Standards Board, the Carbon Disclosure Project, and the International Integrated Reporting Council— 


has permanently altered transparency expectations for TNCs worldwide. 


Granted, GRI is not a perfect analogue for a WCCO. Redesign via a WCCO or any other mechanism is 
far bolder and more disruptive than building a global reporting regime. Nonetheless, in this moment 
of fragility for multilateral organizations, the GRI story offers a valuable lesson in how the convergence 
of three preconditions can move a transformative idea from the implausible to the inevitable: 
determined leadership (on the part of individuals and/or a disciplined alliance of organizations), 
propitious timing (neither too soon nor too late in the cycle of social innovation), and shared grievance 
rooted in a widely felt wrong (in GRI’s case, corporate opacity and a yawning accountability deficit) 
capable of galvanizing disparate parties around a single solution (in GRI's case, standardized, global 


rules for disclosure analogous to WCCO's repurposed corporations). 


What, then, are the prospects for corporate redesign in the coming decade and beyond? 
Disillusionment with the dominant, shareholder-centric corporate form runs deep and wide. With each 
passing decade, the tentacles of corporate capitalism extend deeper into the global economy with 
intensifying social and ecological consequences. At the same time, both investor and state-owned 
TNCs are increasingly intertwined with geopolitical strategy and tensions surrounding, for example, 
national security, wealth disparities, climate policy, and electoral meddling. It is no surprise that 


commenters like Simon Zadek believe we may be at a tipping point. 


Notwithstanding these conditions, corporate redesign falls within the boundaries of feasibility. 
Alternative corporate designs are already are in play, as Michael Peck reminds us. Enterprises such as 
Novo Nordisk (foundation-controlled), Mondragon (world’s largest cooperative enterprise with 80,000 
employees), the UK's John Lewis Partnership (employee-owned revenues of more than 10 billion 
euros), and the multitude of publicly owned banks in Germany, India, China, and other nations operate 


with public purpose embedded in their governance and operations. They represent living, replicable 
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examples of alternative corporate forms, with long track records in delivering social goods while 


achieving long-term financial stability. 


Given the ubiquity of TNCs’ influence on planetary well-being, corporate redesign is capable of 
attracting a broad spectrum of partners, including social movements explored by previous GT| 
discussions, such as global labor, gender equality, climate, human rights, and nuclear abolition. Such a 
meta-alliance represents the most promising vehicle for transformational change. Fortified by modern 
communications technology and engagement with the rising voice of various youth movements, 
corporate redesign may well be the latent connective tissue capable of mobilizing disparate parties into 


an irresistible force for driving a Great Transition. 
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